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EXHIBIT 5 

 

Note:  Proposed new language is underlined.  Proposed deletions are enclosed in [brackets]. 

 

CHAPTER XI. TRADING RULES 

 

* * * * * 

Rule 11.21. Retail Orders. 

(a) [Retail Order.  A Retail Order is an order that: (i) is an agency order or riskless principal 

order that meets the criteria of FINRA Rule 5320.03 that originates from a natural person; (ii) is 

submitted to EDGX by a Member, provided that no change is made to the terms of the order; and 

(iii) does not originate from a trading algorithm or any other computerized 

methodology.]Definitions. 

(1) Retail Member Organization.  A “Retail Member Organization” or “RMO” is a 

Member (or a division thereof) that has been approved by the Exchange under this Rule 

to submit Retail Orders. 

(2) Retail Order.  A “Retail Order” is an agency or riskless principal order that meets 

the criteria of FINRA Rule 5320.03 that originates from a natural person and is submitted 

to the Exchange by a Retail Member Organization, provided that no change is made to 

the terms of the order with respect to price or side of market and the order does not 

originate from a trading algorithm or any other computerized methodology.   

[(b)  Written Attestation.  Members must submit a signed written attestation, in a form 

prescribed by the Exchange, that they have implemented policies and procedures that are 

reasonably designed to ensure that substantially all orders designated by the Member as a Retail 

Order comply with the above requirements. 

 

(c) Policies and Procedures.  If the Member represents Retail Orders from another broker-

dealer customer, the Member’s supervisory procedures must be reasonably designed to assure 

that the orders it receives from such broker dealer customer that it designates as Retail Orders 

meet the definition of a Retail Order.  The Member must (i) obtain an annual written 

representation from each broker-dealer customer that sends it orders to be designated as Retail 

Orders that entry of such orders as Retail Orders will be in compliance with the requirements 

specified by the Exchange, and (ii) monitor whether its broker-dealer customer's Retail Order 

flow continues to meet the applicable requirements.] 

 

(b) Retail Member Organization Qualifications and Application. 

(1) To qualify as a Retail Member Organization, a Member must conduct a retail 

business or route retail orders on behalf of another broker-dealer. For purposes of this 

Rule, conducting a retail business shall include carrying retail customer accounts on a 

fully disclosed basis. 
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(2) To become a Retail Member Organization, a Member must submit: 

(A)  an application form; 

(B)  supporting documentation, which may include sample marketing 

literature, website screenshots, other publicly disclosed materials describing the 

Member’s retail order flow, and any other documentation and information 

requested by the Exchange in order to confirm that the applicant’s order flow 

would meet the requirements of the Retail Order definition; and 

(C)  an attestation, in a form prescribed by the Exchange, that substantially all 

orders submitted as Retail Orders will qualify as such under this Rule. 

(3) After an applicant submits the application form, supporting documentation, and 

attestation, the Exchange shall notify the applicant of its decision in writing. 

(4) A disapproved applicant may:  (A) request an appeal of such disapproval by the 

Exchange as provided in paragraph (d) below; and/or (B) reapply for Retail Member 

Organization status 90 days after the disapproval notice is issued by the Exchange. 

(5) A Retail Member Organization may voluntarily withdraw from such status at any 

time by giving written notice to the Exchange. 

(6) A Retail Member Organization must have written policies and procedures 

reasonably designed to assure that it will only designate orders as Retail Orders if all 

requirements of a Retail Order are met. Such written policies and procedures must require 

the Member to: (i) exercise due diligence before entering a Retail Order to assure that 

entry as a Retail Order is in compliance with the requirements of this Rule, and (ii) 

monitor whether orders entered as Retail Orders meet the applicable requirements. If a 

Retail Member Organization does not itself conduct a retail business but routes Retail 

Orders on behalf of another broker-dealer, the Retail Member Organization’s supervisory 

procedures must be reasonably designed to assure that the orders it receives from such 

other broker-dealer that are designated as Retail Orders meet the definition of a Retail 

Order. The Retail Member Organization must: (i) obtain an annual written representation, 

in a form acceptable to the Exchange, from each other broker-dealer that sends the Retail 

Member Organization orders to be designated as Retail Orders that entry of such orders 

as Retail Orders will be in compliance with the requirements of this Rule; and (ii) 

monitor whether Retail Order flow routed on behalf of such other broker-dealers meets 

the applicable requirements. 

(c) Failure of RMO to Abide by Retail Order Requirements. 

(1)  If a Retail Member Organization designates orders submitted to the Exchange as 

Retail Orders and the Exchange determines, in its sole discretion, that such orders fail to 

meet any of the requirements set forth in paragraph (a) of this Rule, the Exchange may 

disqualify a Member from its status as a Retail Member Organization. 



SR-BatsEDGX-2016-35 

Page 29 of 29 

 

 

(2)  Disqualification Determinations.  The Exchange shall determine if and when a 

Member is disqualified from its status as a Retail Member Organization.  When 

disqualification determinations are made, the Exchange shall provide a written 

disqualification notice to the Member. 

(3)  Appeal and/or Reapplication for Retail Member Organization Status. A Retail 

Member Organization that is disqualified under this paragraph (c) may:  (A) appeal such 

disqualification as provided in paragraph (d) below; and/or (B) reapply for Retail 

Member Organization status 90 days after the date of the disqualification notice from the 

Exchange. 

(d)  Appeal of Disapproval or Disqualification. 

(1)  If a Member disputes the Exchange’s decision to disapprove it under paragraph 

(b) above or disqualify it under paragraph (c) above, the Member  (“appellant”) may 

request, within five business days after notice of the decision is issued by the Exchange, 

that the Retail Attribution Panel (the “Panel”) review the decision to determine if it was 

correct. 

(2)  The Panel shall consist of the Exchange’s Chief Regulatory Officer (“CRO”), or a 

designee of the CRO, and two officers of the Exchange designated by the Chief 

Information Officer (“CIO”). 

(3)  The Panel shall review the facts and render a decision within the time frame 

prescribed by the Exchange. 

(4)  The Panel may overturn or modify an action taken by the Exchange under this 

Rule. A determination by the RPI Panel shall constitute final action by the Exchange. 

 

[(d)](e)  Order Designation.  [Members]Retail Member Organizations will only be able to 

designate their orders as Retail Orders on either an order-by-order basis using FIX ports or by 

designating certain of their FIX ports at the Exchange as “Retail Order Ports.”  Unless otherwise 

instructed by the [Member] Retail Member Organization, a Retail Order will be identified as 

Retail when routed to an away Trading Center. 

 

[(e)](f) Attribution.  A [Member] Retail Member Organization may designate a Retail Order to 

be identified as Retail on the EDGX Book Feed on an order-by-order basis.  A [Member]Retail 

Member Organization may also instruct the Exchange to identify all its Retail Orders as Retail 

on a port-by-port basis where that port is also designated as a Retail Order Port.  A [Member] 

Retail Member Organization that instructs the Exchange to identify all its Retail Orders as Retail 

on a Retail Order Port will be able to override such setting and designate any individual Retail 

Order from that port as Attributable or as Non-Attributable, as set forth in Rule 11.6(a). 

 

* * * * * 


